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cost of $5,000 or more and are incor-
porated in a manner that makes re-
moval and reutilization feasible and ec-
onomical. 

(iv) Plant equipment. 
(v) Accessory or auxiliary equipment 

associated with a specific item of plant 
equipment that is recorded on the 
property records, if necessary to assure 
return with the associated basic item. 

(2) The contractor shall record as-
signed numbers on all applicable docu-
ments pertaining to the property con-
trol system. 

(3) If the property is located in a 
standard agency registration system, 
the contractor may use the property’s 
registration number as the serial num-
ber. The contractor should obtain the 
registration number through the prop-
erty administrator from the owning 
agency. 

(d) The markings in paragraphs (b) 
and (c) of this section shall be—(1) se-
curely affixed to the property, (2) leg-
ible, and (3) conspicuous. Examples of 
appropriate markings are bar coding, 
decals, and stamping. If marking will 
damage the property or is otherwise 
impractical, the contractor shall 
promptly notify the property adminis-
trator and ask for the item to be ex-
empted (see paragraph (b) of this sec-
tion). Markings shall be removed or ob-
literated when Government property is 
sold, scrapped, or donated. 

[57 FR 60588, Dec. 21, 1992] 

45.507 Segregation of Government 
property. 

Government property shall be kept 
physically separate from contractor- 
owned property. However, when advan-
tageous to the Government and con-
sistent with the contractor’s authority 
to use such property, the property may 
be commingled— 

(a) When the Government property is 
special tooling, special test equipment, 
or plant equipment clearly identified 
and recorded as Government property; 

(b) When approved by the property 
administrator in connection with re-
search and development contracts; 

(c) When material is included in a 
multicontract cost and material con-
trol system (however, see 45.505–3(f)); 

(d) When (1) scrap of a uniform na-
ture is produced from both Govern-

ment-owned and contractor-owned ma-
terial and physical segregation is im-
practicable, (2) scrap produced from 
Government-owned material is insig-
nificant in consideration of the cost of 
segregation and control, or (3) Govern-
ment contracts involved are fixed-price 
and provide for the retention of the 
scrap by the contractor; or 

(e) When otherwise approved by the 
property administrator. 

45.508 Physical inventories. 

The contractor shall periodically 
physically inventory all Government 
property (except materials issued from 
stock for manufacturing, research, de-
sign, or other services required by the 
contract) in its possession or control 
and shall cause subcontractors to do 
likewise. The contractor, with the ap-
proval of the property administrator, 
shall establish the type, frequency, and 
procedures. These may include elec-
tronic reading, recording and reporting 
or other means of reporting the exist-
ence and location of the property and 
reconciling the records. Type and fre-
quency of inventory should be based on 
the contractor’s established practices, 
the type and use of the Government 
property involved, or the amount of 
Government property involved and its 
monetary value, and the reliability of 
the contractor’s property control sys-
tem. Type and frequency of physical in-
ventories normally will not vary be-
tween contracts being performed by 
the contractor, but may vary with the 
types of property being controlled. Per-
sonnel who perform the physical inven-
tory shall not be the same individuals 
who maintain the property records or 
have custody of the property unless the 
contractor’s operation is too small to 
do otherwise. 

[48 FR 42392, Sept. 19, 1983, as amended at 54 
FR 25069, June 12, 1989] 

45.508–1 Inventories upon termination 
or completion. 

(a) General. Immediately upon termi-
nation or completion of a contract, the 
contractor shall perform and cause 
each subcontractor to perform a phys-
ical inventory, adequate for disposal 
purposes, of all Government property 
applicable to the contract, unless the 
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requirement is waived as provided in 
paragraph (b) below. 

(b) Exception. The requirement for 
physical inventory at the completion 
of a contract may be waived by the 
property administrator when the prop-
erty is authorized for use on a follow- 
on contract; provided, that— 

(1) Experience has established the 
adequacy of property controls and an 
acceptable degree of inventory discrep-
ancies; and 

(2) The contractor provides a state-
ment indicating that record balances 
have been transferred in lieu of pre-
paring a formal inventory list and that 
the contractor accepts responsibility 
and accountability for those balances 
under the terms of the follow-on con-
tract. 

(c) Listings for disposal purposes. 
(Note: This paragraph (c) applies only 
to nonprofit organizations.) 

(1) Standard items that have been 
modified may be described on listings 
for disposal purposes as standard items 
with a general description of the modi-
fication. 

(2) Items that have been fabricated, 
such as test equipment, shall be de-
scribed in sufficient detail to permit a 
potential user to determine whether 
they are of sufficient interest to war-
rant further inspection. 

45.508–2 Reporting results of inven-
tories. 

The contractor shall, as a minimum, 
submit the following to the property 
administrator promptly after com-
pleting the physical inventory: 

(a) A listing that identifies all dis-
crepancies disclosed by a physical in-
ventory. 

(b) A signed statement that physical 
inventory of all or certain classes of 
Government property was completed 
on a given date and that the official 
property records were found to be in 
agreement except for discrepancies re-
ported. 

45.508–3 Quantitative and monetary 
control. 

When requested by the contracting 
officer, the contractor’s reports of re-
sults of physical inventory shall be pre-
pared on a quantitative and monetary 

basis and segregated by categories of 
property. 

45.509 Care, maintenance, and use. 

The contractor shall be responsible 
for the proper care, maintenance, and 
use of Government property in its pos-
session or control from the time of re-
ceipt until properly relieved of respon-
sibility, in accordance with sound in-
dustrial practice and the terms of the 
contract. The removal of Government 
property to storage, or its con-
templated transfer, does not relieve the 
contractor of these responsibilities. 

45.509–1 Contractor’s maintenance 
program. 

(a) Consistent with the terms of the 
contract, the contractor’s maintenance 
program shall provide for— 

(1) Disclosure of need for and the per-
formance of preventive maintenance; 

(2) Disclosure and reporting of need 
for capital rehabilitation; and 

(3) Recording of work accomplished 
under the program. 

(b) Preventive maintenance is main-
tenance performed on a regularly 
scheduled basis to prevent the occur-
rence of defects and to detect and cor-
rect minor defects before they result in 
serious consequences. An effective pre-
ventive maintenance program shall in-
clude at least— 

(1) Inspection of buildings at periodic 
intervals to assure detection of deterio-
ration and the need for repairs; 

(2) Inspection of plant equipment at 
periodic intervals to assure detection 
of maladjustment, wear, or impending 
breakdown; 

(3) Regular lubrication of bearings 
and moving parts in accordance with a 
lubrication plan; 

(4) Adjustments for wear, repair, or 
replacement of worn or damaged parts 
and the elimination of causes of dete-
rioration; 

(5) Removal of sludge, chips, and cut-
ting oils from equipment that will not 
be used for a period of time; 

(6) Taking necessary precautions to 
prevent deterioration caused by con-
tamination, corrosion, and other sub-
stances; and 

(7) Proper storage and preservation of 
accessories and special tools furnished 
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